
STATE OF IOWA

DEPARTMENT OF COMMERCE

UTILITIES BOARD

IN RE:

REVIEW OF FUEL PROCUREMENT
PRACTICES

         DOCKET NO. RMU-00-6

ORDER COMMENCING RULE MAKING

(Issued February 17, 2000)

Pursuant to the authority of Iowa Code §§ 17A.4, 474.5, 476.1, and 476.6(16)

(1999), the Utilities Board proposes to adopt the rules attached hereto and

incorporated by reference.  These rules amend 199 IAC 20.13(1) and (2) to reflect

recent changes to Iowa Code § 476.6(13).  Section 476.6(13) now requires the

Board to conduct a periodic, rather than an annual, proceeding for the purpose of

evaluating the reasonableness and prudence of a rate-regulated public utility's

electric fuel procurement and contracting practices.  The reasons for proposing these

amendments are set forth in the attached notice of intended action.

IT IS THEREFORE ORDERED:

1. A rule making proceeding, identified as Docket No. RMU-00-6, is

commenced for purposes of receiving comments upon the proposed rules attached

to this order.
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2. The Executive Secretary is directed to submit for publication in the Iowa

Administrative Bulletin a notice in the form attached to and incorporated by reference

in this order.

UTILITIES BOARD

 /s/ Allan T. Thoms                                   

 /s/ Susan J. Frye                                    
ATTEST:

 /s/ Judi K. Cooper                             /s/ Diane Munns                                       
Executive Secretary, Deputy

Dated at Des Moines, Iowa, this 17th day of February, 2000.
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UTILITIES DIVISION [199]

Notice of Intended Action

Pursuant to Iowa Code sections 17A.4, 474.5, 476.1, and 476.6(16) (1999),

the Utilities Board (Board) gives notice that on February 17, 2000, the Board

issued an order in Docket No. RMU-00-6, In re:  Review of Fuel Procurement

Practices.  The Board is proposing to amend current 199 IAC 20.13(1) and (2) to

reflect recent amendments to Iowa Code § 476.6(13).  Section 476.6(13) now

requires the Board to conduct a periodic, rather than an annual, proceeding for

the purpose of evaluating the reasonableness and prudence of a rate-regulated

public utility's electric fuel procurement and contracting practices.

Rules199—20.13(1) and (2) currently require the Board to conduct an annual

contested case to review each rate-regulated electric utility's fuel procurement

practices.  The proposed rules reflect the statutory change from an annual to a

periodic review.  The proposed rules provide that the Board will notify the rate-

regulated electric utilities by January 31 of each year if they will be required to file

an electric fuel procurement plan for that year.  The rules further provide that in

the years a full plan filing is not required, the Board may request certain

information for review.

Pursuant to Iowa Code sections 17A.4(1)"a" and "b," any interested person

may file a written statement of position pertaining to the proposed rules.  The

statement must be filed on or before March 28, 2000, by filing an original and ten
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copies in a form substantially complying with 199 IAC 2.2(2).  All written

statements should clearly state the author's name and address and should make

specific reference to this docket.  All communications should be directed to the

Executive Secretary, Utilities Board, 350 Maple Street, Des Moines, Iowa 50319-

0069.

If requested pursuant to Iowa Code section 17A.4(2)"b," or on its own motion

after reviewing the statements, the Board will determine whether an opportunity

for oral presentation should be provided.  These rules are intended to implement

Iowa Code sections 476.1 and 476.6(16).

The following amendments are proposed.

________________________________________________

Item 1.  Amend 199 IAC 20.13(1) as follows:

199—20.13(476) Periodic electric energy supply and cost review [476.6(16)].

20.13(1) Procurement plan.  The board shall periodically conduct a contested

case proceeding for the purpose of evaluating the reasonableness and prudence

of a rate-regulated public utility's electric fuel procurement and contracting

practices.  By January 31 each year the board will notify the rate-regulated utilities

if they will be required to file an electric fuel procurement plan.  In the years in

which it does not conduct a contested case proceeding, the board may require the

utilities to file certain information for the board's review.  In years in which a full

proceeding is conducted, a rate-regulated utility providing electric service in Iowa

shall prepare and file with the board on or before May 15 of each required filing

year a complete electric fuel procurement plan for an annual period commencing
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June 1, or in the alternative, for the annual period used by the utility in preparing its

own fuel procurement plan. A utility's procurement plan shall be organized to

include information as follows:

a.  Index.  The plan shall include an index of all documents and information

required to be filed in the plan, and the identification of the board files in which the

documents incorporated by reference are located.

b.  Purchase contracts and arrangements.  A utility's procurement plan shall

include detailed summaries of the following types of contracts and agreements

executed since the last procurement review:

(1)  All contracts and fuel supply arrangements for obtaining fuel for use by any

unit in  generation;

(2)  All contracts and arrangements for transporting fuel from point of

production to the site where placed in inventory including any unit generating

electricity for the utility;

(3)  Purchased power contracts or arrangements, including sale-of-capacity

contracts, involving over 25 MW of capacity;

(4)  Pool interchange agreements;

(5)  Multiutility transmission line interchange agreements; and

(6)  Interchange agreements between investor-owned utilities, generation and

transmission cooperatives, or both, not required to be filed above; which were

entered into or in effect since the last filing, and all such contracts or arrangements

which will be entered into or exercised by the utility during the prospective 12-

month period.
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All procurement plans filed by a utility shall include all of the types of contracts

and arrangements listed in subparagraphs (1) and (2) of this paragraph which will

be entered into or exercised by the utility during the prospective 12-month period.

In addition, the utility shall file an updated list of contracts that are or will become

subject to renegotiation, extension, or termination within five years.  The utility shall

also update any price adjustment affecting any of the filed contracts or arrange-

ments.

c.  Allowance contracts and arrangements.  A utility's procurement plan shall

include detailed summaries of the following types of contracts and arrangements:

(1)  All contracts and arrangements for purchasing or selling allowances

entered into or exercised since the last filing, and all contracts or arrangements

which will be entered into or exercised by the utility during the prospective 12-

month period.

(2)  All allowance futures contracts entered into or exercised since the last filing

or which will be entered into or exercised by the utility during the prospective 12-

month period.

(3)  A list of contracts that are subject to renegotiation, extension, or termination

within five years.

(4) Updates to any price adjustment affecting any of the filed contracts or

arrangements.

d.  Other contract offers.  The procurement plan shall include a list and

description of those types of contracts and arrangements listed in paragraphs

20.13(1)"b" and "c" offered to the utility since the last filing into which the utility did
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not enter.  In addition, the procurement plan shall include a list of those types of

contracts and arrangements listed in paragraphs 20.13(1)"c" and "d” which were

offered to the utility for the prospective 12-month period and into which the utility

did not enter.

e.  Studies or investigation reports.  The procurement plans shall include all

studies or investigation reports which have been considered by the utility in

deciding whether to enter into any of those types of contracts or arrangements

listed in paragraphs 20.13(1)"b," "c” and "d" which will be exercised or entered into

during the prospective 12-month period.

f.  Price hedge justification. The procurement plan shall justify purchasing

allowance futures contracts as a hedge against future price changes in the market

rather than for speculation.

g.  Actual and projected costs.  The procurement plan shall include an

accounting of the actual costs incurred in the purchase and transportation of fuel

and the purchase of allowances for use in generating electricity associated with

each contract or arrangement filed in accordance with paragraphs 20.13(1)"b" and

"c" for the previous 12-month period.

The procurement plan also shall include an accounting of all costs projected to

be incurred by the utility in the purchase and transportation of fuel and the

purchase of allowances for use in generating electricity associated with each

contract or arrangement filed in accordance with paragraphs 20.13(1)"b" and "c" in

the prospective 12-month period.
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If applicable, the reporting of transportation costs in the procurement plan shall

include all known liabilities, including all unit train costs.

h.  Costs directly related to the purchase of fuel.  The utility shall provide a list

and description of all other costs directly related to the purchase of fuels for use in

generating electricity not required to be reported by paragraph "g."

i.  Compliance plans.  Beginning with the 1993 procurement plan, each utility

shall file its compliance plan as submitted to the EPA.  Revisions to the

compliance plan shall be filed with each subsequent procurement plan.

j.  Evidence submitted.  Each utility shall submit all factual evidence and written

argument in support of its evaluation of the reasonableness and prudence of the

utility's procurement practice decisions in the manner described in its procurement

plan.  The utility shall file data sufficient to forecast fuel consumption at each

generating unit or power plant for the prospective 12-month period.  The board

may require the submission of machine-readable data for selected computer

codes or models.

k.  Each utility shall file additional information as ordered by the board.

Item 2.  Amend 199 IAC 20.13(2) as follows:

20.13(2) Periodic review proceeding.  The board shall periodically conduct a

proceeding to evaluate the reasonableness and prudence of a rate-regulated

utility's procurement practices.  The prudence review of allowance transactions

and accompanying compliance plans shall be determined on information available

at the time the options or plans were developed.
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a.  On or before May 15 of a required filing year, each utility shall file prepared

direct testimony and exhibits in support of its fuel procurement decisions and its

fuel requirement forecast.  This filing shall be in conjunction with the filing of the

plans.  The burden shall be on the utility to prove it is taking all reasonable actions

to minimize its purchased fuel costs.

b.  The board shall disallow any purchased fuel costs in excess of costs

incurred under responsible and prudent policies and practices.

These rules are intended to implement Iowa Code sections 476.1 and

476.6(16).

February 17, 2000

/s/ Allan T. Thoms                   
Allan T. Thoms
Chairman
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